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Administration of Wages and Salaries** 


By J. O. Hopwoon, Director of Employment 
Philadelphia Electric Company 


HERE are two different ideas as to what salaries and wages should rep- 
resent. 

1. The price of labor according to supply and demand. 

2. A share in the distribution of income from production. 

The former concept is old and traditional and is concerned entirely with 
bargaining. It assumes mobility and promotes turnover. 

The latter is recent and is concerned with the organization relations of 
individuals in production as revealed by analysis. It assumes continuity in 
service and promotes stability. 

Administration of wages and salaries or payroll administration has arisen 
largely in connection with the latter idea either consciously or unconsciously. 

While the latter idea is very different from the former there is much 
confusion between the two. 

Even among the advocates of market rates few concerns are consistent 
in actually paying them, probably because there is a sense of justice and the 
necessity of promoting stability. 

Comparisons of rates show wide ranges of compensation for similar 
work largely because many concerns grant increases from time to time with- 
out being forced to do so. 

Few of us could duplicate our salaries elsewhere, if we should find our- 





* The charts and tables accompanying this paper are reprinted from Mr. Hopwood’s article in 
the Harvard Business Review, January, 1935. 

* This and the six papers following were presented at the A. M. A. et and Eanes 
Relations Conference held at the Hotel Schenley, Pittsburgh, Pa., February 6, 7 and 

The object of the publications of the American Management Association is to place < the 
members ideas which it is hoped may prove interesting and informative, but the Association does not 
stand sponsor for views expressed by authors in articles issued in or as its publications. 
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selves out of jobs. We would be able to do so if we were paid market rates. 

Every manager is constantly asking for cooperation but it is foolish to 
expect it without corresponding satisfactions to the individuals concerned. 

If the organization were a machine this might be realized but as its 
units are human beings it is unreasonable—participation in operations requires 
participation in the returns and its realization. 

In every organization we need co-ordinated standards of compensation, 
recognition of individual proficiency and recognition of the proficiency of the 
whole. Payroll administration must accomplish these things within an or- 
ganization. 

The individual must be in the organization and of it—not just working 
for it. Realization of this orients his attitude toward accomplishment. 

It does not follow that because prices are competitive, salaries and wages 
must be competitive. Some enterprises are more efficient than others and pay 
better than others. They can and sometimes do pay better salaries and wages, 
because it is feasible to associate good wages with good profits and a fallacy 
to assume that pay rates should be the same in all enterprises. This promotes 
business because good pay means incentive to efficiency as well as purchasing 
power. 

The objective in payroll administration, therefore, is individual partici- 
pation in a well balanced distribution ot income and the appreciation of it; 
well balanced not only as between payroll disbursements and profits but also 
as between disbursements to individuals and labor performed, in order to 
promote individual and collective accomplishment and good business. It is the 
individual and not a class of people that must be considered. 

The basis for this is analytical rather than controversial and we have 
enough facts for a systematic treatment of the problem. 

There are three primary facts which must be realized first of all: 


1. That production is by different enterprises—not by classes of people, 
not by the community at large, nor by particular industries at large. 

2. That each enterprise is an entity in itself with its own management 
apart from any outside regulation. 
Each originates upon its own initiative and at its own risk and stands 
upon its own resources. 

3. That each enterprise includes a definite body of people specialized 
and integrated to work together as a whole—an organization of 
production. 


Payroll administration requires analysis of the fundamental relations of 
the individuals in this organization of production. 

The first step in this analysis is to ascertain how the work of the whole 
is specialized and integrated. 

It is specialized into jobs as functional units of organization. We must 
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identify all of the jobs and determine their nature and co-ordination in the 
system of the whole. We determine their nature by job analysis and describe 
it in job specifications. 

We show their co-ordination by means of organization charts. 

Figure I represents the co-ordination of jobs by groupings into divisions 
and subdivisions of the organization. 

It represents the organization in perspective as it divides and subdivides 
into divisions, sections, branches, units and groups. 

This process of division and subdivision establishes a gradation among 
the administrative positions. The administrative position at the head of each 
subdivision is brought definitely within the bounds of a small number of 
grades as indicated by the grade designations at the left of the chart. 

Individuals throughout the system of the whole are interdependent in 
production. Each participates according to the status of his job and his 
proficiency in it. We must, therefore, evaluate each job in the organization 
before we can rate the individuals. 

There is much confusion of thought on this subject but certain facts are 
well established. 

Work differentiates in two dimensions: 


1. Kind or field of activity such as engineering, construction, account- 
ing, sales, clerical, etc. 
2. Level or scope of activity regardless of kind. 


These two dimensions are independent of each other and should not be 
confused. 

Levels of activity within an organization parallel those of our individual 
selves. They range from simple reflexes through the activities which we 
learn to perform by trial and error or instruction to those which include 
judgment and planning of a high order. 

This is the gamut of activity in the division of labor through which jobs 
are differentiated by organization. It is peculiar to the nature of human 
beings. The gradation is continuous regardless of department or kind of 
work. The higher the level of activity the greater is the achievement in any 
kind of work. Jobs in all kinds of work are differentiated through these same 
levels of activity. There is no basis, therefore, for establishing grades for 
jobs in different groups separately. It ignores the principle of unity of the 
whole and the continuity of gradation. 

Gradation has already been shown among administrative positions in 
Figure I. 

Figure 2 outlines the gradation of all the positions in the organization 
whether they have administrative features or not. The gradation is repre- 
sented as a scale of service grades which exist to a greater or lesser extent in 
every organization. Grades are outlined generically under numbered captions. 
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Ficure 2.—OvutT.iine or THE Grapes or Service IN ORGANIZED Division or Lasor 
Classification Scheme for Grading Positions, Grades, and Sub-grades 


1. Generai management: establishing general procedure, 
| A organizing and directing the enterprise as a whole; 
B~ making decisions of general scope; adjusting relations . 
C_ with ~~ eng the fag and > eh (Presi- —— ae 
dent, vice president, general manager, etc.) ee 1 wien page — 
. Departmental and associate management: establishing, ey ate pov a —re 
organizing, and directing procedure of major depart- 7 tie we Bo we an 
mental scope or of interdepartmental scope but a Se 


a 
vb 


Executive Service 


—>_______ a ne 





Staff or Advisory Service 


Stenographer 











Supervisory Service 


specialized or limited as to function—administration 
of a major department or subdivision of the organi 
zation, ‘original investigation or research, invention, 
composition of data for informational and advisory 
purposes in general or major departmental admin- 
_istration. (Managers of departments and principal 
subdivisions, higher executive and staff assistants or 
their equivalents.) 

Major supervision or highly technical service: execution 
of intricate operating practice by delegating activities 
and giving general directions to others in diverse occu- 
pations, depending upon their knowledge and experi- 
ence for the performance of the tasks involved; obser- 
vation and judgment of high order, involving the ap- 
plication of standards and analyses of established 
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character; or, directly performing activities of a highly 
technical character but essentially established by 
higher authority and experience, resourceful appli- 
cation of courses of action. (Intermediate subdivision 
chiefs, technical assistants, superintendents, foremen, 
etc.) 
4. Highly skilled service or minor supervision: service in 
A __ volving observation and judgment of high order with 
B the application of standards and analyses of esta 
C lished character, and intricate, complicated, or exactin 
D details dictated by authority and long experience, su 
ject to general supervision only—necessitating at leas 
several years’ experience in training; or supervision of 
others in work of less technical character but requiring 















vations, analyses, the es- 
tablishing of standards, 
etc.; the original planning, 
organizing, and executing 
of operations. 


11. Operating practice—super- 


vision of or the direct 
performance of activities 
essentially established by 
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some degree of skill. 
5. Skilled service: service with features as in the next high 
grade but less intricate and exacting and subject 
more supervision, necessitating experience of from on 
to two years in training; may include detailed direc 
tion of others in service of lower grade. 
6. Semi-skilled service: routine work of limited scope re- 
A quiring only short periods of experience or training 
IB = (several months) for itg successful performance; may 
include detailed direction of others in service of lower 
grade. 
7. Slightly skilled service: tasks of simple character requir- 
A ing only simple observations and responses with little 
B learning and experience for their successful perform- 
ance—subject to close direction. 
8. Primary service: tasks and routine of very simple char- 
acter such as may be performed by junior workers, 
workers in early apprenticeship or similar elementary 
training, and workers in manual service of simplest 
character. 


authority, instruction, or 
direct experience. 
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Routine Service 
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Within these, letters are used to indicate further division into specific grades 
or levels. The activities divide naturally into two general divisions desig- 
nated as management and operating practice, according to definitions given. 

Management includes formulation and development of general proce- 
dures and policies—the original planning, organizing and executing of oper- 
ations. 

Operating practice includes supervision of or the direct performance of 
activities essentially established by authority, instruction or direct experience. 
Each of these divisions subdivides according to the generic definitions of the 
outline. 

It is not feasible to make definitions more specific but within the generic 
subdivisions, jobs may be aligned by comparison with each other into specific 
grades designated by letters. The number of specific grades is not fixed but 
distinctions should represent appreciable differences in maximum compen- 
sation rates—which would be scarcely less than 10 per cent. 

By classifying the jobs into the grades established they are evaluated. 
There are no common factors which can be scientifically rated and summed 
up for the evaluation of the various jobs. Jobs by nature are not susceptible 
to quantitative factoring. Job evaluation requires their alignment by com- 
parison, one with another, as units according to level of activity in the con- 
tinuous gradation. 

In the outline, activities within the organization are shown to consist of 
four phases: Routine, Supervisory, Staff and Executive. 

The ranges of these phases are roughly shown in Figure 2. Differences 
between them both as to kind of scope are relative rather than absolute. 

Routine activities extend well up into “operating practice”; supervision 
extends higher, but some supervision is lower than the more intricate routines. 

Staff service being investigational and advisory in nature extends well up 
into “management” but some staff activities are lower than the higher super- 
visory activities. 

The term “skilled,” used in the outline, according to modern authorities, 
is not restricted to manual activity as sometimes presumed. 

Skill relates to the formation, integration and utilization of habits under 
varying conditions. This occurs in routine work of any kind so that clerical 
work as well as manual may be classified as skilled. 

In any kind of work, routine or repetitive activity in which “habits may 
be formed and integrated and utilized through practice into unified patterns 
of behavior suitable to meeting needs,” may be classified as “skilled” in vari- 
ous degrees—manual, clerical or other work. Ref. Industrial Psychology, 
M. S. Viteles. 

In human work both mental and physical processes are involved insep- 
arably and attempts to classify people as manual workers and brain workers 
or white collar workers in the sense that the one is characterized by muscular 
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force and the other by brain activity is fallacious and misleading. Routine 
activities in offices rank in the same levels as routine activities in shops. There 
is no more brain activity in them. 

In evaluating jobs, the administrative position at the head of each sub- 
division may be located tentatively at first. 

Then subordinate positions can be placed with reference to them and to 
each other, making adjustments back and forth until the entire pattern is 
completed. 

As placements are made from higher to lower jobs, the proper grades for 
some jobs, particularly lower ones, become quite obvious and we can retrace 
the process from lower to higher, correcting tentative placements until all 
the jobs are satisfactorily evaluated with respect to each other in the same 
subdivision and other subdivisions. 

Table 1 illustrates the two dimensions of job classification. 

Kinds or classes of functions are shown horizontally and may be ex- 
tended indefinitely while level is indicated by the grades outlined in Figure 2 
in the vertical direction. There is no basis for ranking one class of function 
higher than another, except as the jobs which it includes may be graded 
higher. Accounting, for example, may outrank designing because it contains 
jobs of higher level or the reverse may be true in some organizations. 

Analysis of an organization, such as we have followed, clearly shows that : 

Management is activity in the higher levels of any of the classes of func- 
tions and managers are employed in jobs like other individuals and are com- 
pensated for the same reasons. 

All are producers because the organization produces as a whole. An 
individual who handles materials or tools is a worker but no more so than 
one who uses a drawing board or works in the office. 

Mechanical operations, accounting operations, commercial operations, 
etc., all deal with the product but from different aspects. Economies in any of 
them equally affect the cost of production as a whole. 

There is no difference between office and plant with respect to the prin- 
ciples involved in labor relations and no difference between salaries and 
wages as compensation to individuals employed. 

The same principles in labor relations apply to all individuals alike and 
the same plan of administration should apply to all. 

There will be many irregularities in any payroll unless a systematic 
gradation of rates is established and maintained under centralized admin- 
istration. The rates in some departments will be higher than in others for 
work of the same grade. Even within departments, such irregularities will 
be found, particularly where unequal bargaining power among individuals or 
groups is exercised or increases are granted haphazardly. In some large or- 
ganizations, standards differ among departments as much as among different 
enterprises. 
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Taste I. Tasie or CLassiFICATION 
(Titles, placements, and rate ranges are illustrative only) 
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As long as such conditions exist, some individuals will draw more than 
their share of the payroll distribution and others less. A well balanced dis- 
tribution is vital in the economics of labor relations in every organization. 

Figure 3 is a composite of the scale of service grades of Figure 2 and 
a series of rate ranges, one for each grade. Each rate range includes five 
rates of equal percentage difference. For the five lowest grades, the progres- 
sion from rate to rate and median to median is slightly over 10 per cent. For 
the next twelve grades it is approximately 10 per cent. Above these it is less 
than 10 per cent. 

These variations are arbitrary but we can rationally assume: 

That for each grade there should be a range applying alike to all jobs 
in the grade—to permit adjustments from minimum to maximum as merited 
by the proficiency of the individual. 

That ranges must have scope sufficient to permit adequate remuneration 
of individuals who become proficient but cannot be advanced to higher jobs. 

That ranges may overlap but higher grades should have higher maximum 
rates and higher minimum rates than lower grades and the gradation should 
be consistent. 

If the jobs are properly graded, ranges of rates for jobs of the same 
grade will be the same for all departments. Rates so co-ordinated may be 
raised or lowered as a whole on a percentage basis without changing rela- 
tionship and so adjusted to conform to changes in business conditions or in 
productive efficiency of the organization as a whole. 

Adjustments for a particular class or group because of changes in busi- 
ness conditions, without affecting the entire organization would be discrimina- 
tory and inequitable. 

The minimum rate in any range is the lowest rate for an individual in 
any job within the grade. The maximum rate represents the highest rate of 
income which the status of the job normally justifies. Like other rates of 
the range it may be comprised of salary or wage entirely, this plus a bonus 
or commission, or piece rates. When a bonus, commission or piece rate to 
any extent determines the earnings of the individual, the amount may become 
more than the maximum rate for the job at times but should not, normally, 
average more than this for a long period. The maximum rate represents the 
equitable income for what may be assumed, reasonably, to be the standard 
of maximum proficiency for the job. 

Incentive rates are as effective within the proper range for the job as 
beyond it. They are merely the returns for the “day’s work” which lends 
itself to quantitative measurement. The full “day’s work” of a kind which 
can be so measured, however, does not merit a higher return than that of a 
kind which cannot be so measured but is equal as to grade. 

The general level of rates of pay in an enterprise depends upon various 
things: Some are peculiar to business at large. Others are peculiar to the 
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enterprise itself. The general level is established by determining the rate 
ranges for the jobs and by assigning the rates to individuals, 

In assigning rates, increases may be granted more or less frequently 
according to available income for distribution and the proficiencies of indi- 
viduals. 

The budget should systematically set forth the availability and periodic 
payroll reviews should insure fair consideration of all individuals, 

Changes in price levels or the value of money affecting cost of living also 
affect the general level of rates of pay but individuals are not paid because of 
their needs. How the individual spends his income has no bearing upon his 
earnings. They should represent his share in the distribution of the income 
of the enterprise regardless of where or how he lives. 

Equity in payroll distribution, therefore, requires adjustment of rates 
with respect to: 

1. The general level attainable in the distribution of income. 

2. The status of the job in the organization. 

3. The proficiency of the individual in his job. 

Payroll administration like general administration of any other kind, is 
centralized development and application of measures necessary to the execu- 
tion of established policy. 

It must include development of pertinent procedures and regulations, in- 
struction of employing officers regarding them, inspection, adjustment and 
transmission of certifications for the payroll, the keeping of original records 
of individuals employed, the maintenance of job analyses and evaluations and 
the compilation of statistics. 

In all of the work it is most important to obtain the concurrence of de- 
partmental officers in the spirit of working with them rather than dictating 
to them. 

Moreover, unstinted dissemination of information to employees as well as 
encouragement of joint deliberations with them is most necessary in order 
to avoid disputes and misunderstandings. 
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Fundamental Economics Involved in Wage Rates 


By C. S. Tipretts 
Dean of School of Business Administration, University of Pittsburgh 


M‘* people tell us today what we need to do is to raise wages so that 

there can be more buying power in the hands of the American public. 
There is some truth of course in that particular argument. Payrolls do con- 
stitute buying power, but payrolls constitute costs as well; and so we run 
into difficulty under the NRA. We are to lift ourselves out of the depression 
by raising a certain type of cost of industry, namely, its payroll. Upon the 
soundness of that particular argument, you know there is a tremendous 
difference of opinion. There is a well informed group of theorists on the 
business cycle who do emphasize the purchasing power relation, but there 
is a certain definite limit which labor and capital and the other factors can get. 
Raising wages does increase buying power; but another difficulty comes in 
because, as wages are raised, it may be found unprofitable to employ a cer- 
tain group at the raised rate, with a consequent substitution of machinery 
—and more unemployment instead of buying power. 

Theoretically, what we should like to see is that size in total payrolls 
which would maximize the buying power of the people; but here again we 
have another difficulty. All income receivers are not wage earners; some 
receive rent, interest, dividends and other payments. What we should 
really strive for on the whole is not a particular increase in an amount 
to any particular factor but an increase in all income. Now I do not 
want to be taken here at this point as not favoring an increase in wages; 
I think we all believe that industry as a whole wishes to pay the high- 
est possible wage under a profit making system; but the important thing 
as a whole is that all income should be large because purchasing power 
is not limited to those who receive wages, since it includes those who re- 
ceive all incomes. But we are promptly told that the way in which the 
incomes are distributed is an extremely important thing, that if incomes are 
distributed largely to wage earners, the prosperity ensuing may be sustained 
at a higher level. It is contended that dividends cause the difficulty, because 
many of the people who receive dividends cannot use up their entire income 
and by saving it, put it back into the creation of excessive productive capacity 
which will lead to a depression. The particular point that the manner in 
which incomes are distributed is a cause of depressions does, however, in 
my opinion have some sound basis. There is something of a causal nature 
in the different types of products upon which the various incomes are spent. 
How much is hard to say. 

It has been very interesting during this depression to watch the wide- 
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spread acceptance on the part of many people that what we need to do is 
to increase wages higher and higher in order to get out of the depression. 
It may be that under the capitalistic system the way in which recovery has 
come about has been to permit prices of products to rise more rapidly than 
wages paid to labor. Such procedure increases profit, and under the profit 
making system, that is a tremendous urge and lure; it restores confidence 
and gives an interest to business at the same time. If under our present 
system we get recovery and move from depression into a period of prosperity 
at the expense of labor, it will mean sooner or later an increase in profit 
which will do the very same thing that it has done so many times in the past 
—lead to all sorts of speculative urges and activity here and there. There 
may be something in the notion advanced that the period in which wages 
should advance most rapidly is a period of full prosperity, that if profits 
are decreased during prosperity somewhat, and more payments disbursed 
as payrolls it will delay the period at which speculative activity emerges. 
It is worthwhile discussing whether or not the prime object of a wage policy 
should be to see to it that in the next period of prosperity profits are not 
increased unduly at the expense of the labor force. This should receive care- 
ful consideration by all employers. 


Basic Principles of Wage and Salary 
Administration 


By F. W. Pierce, Executive Assistant to the President 
Standard Oil Company (New Jersey) 


| ee the last two years we have been striving to reach a better understand- 
ing of wage and salary problems and have been experimenting with 
different methods of administration. 

First, may I say that the oil industry is not a piece work industry. 
With few exceptions, employees are paid on an hourly, daily, weekly, or 
monthly basis; and there are many operations where the only employees not 
on a monthly salary are casuals. Thus we depend chiefly on supervision and 
selection to maintain output. The distinction we draw between salary and 
wage administration is between group rates, whether hourly or monthly, 
which are negotiated with elected representatives and individual salary rates. 
The former we call “wage-earners,” the latter, “salaried employees.” 

The wage rates negotiated with our employees usually involve a definite 
rate for the job and an employee is paid that rate for whatever actual time 
he spends on the job. In the administration of negotiated rates, the com- 
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pany long ago established the general wage principle that the company will 
pay at least the prevailing rate in the community for similar work, and that 
changes in the cost of living, as reported by U. S. Department of Labor 
figures, would be given consideration. This carries with it, of course, the 
idea of geographical variations. 

Collective bargaining has introduced new factors in the mechanics of 
wage rate adjustments. For many years when a wage adjustment was con- 
sidered necessary it was usually applied as a flat percentage. Employee rep- 
resentatives were asked to accept or reject the company proposition. This 
procedure gradually built up a series of inequalities between jobs and loca- 
tions, which did not conform to prevailing rates, and were difficult to correct. 
The introduction of codes caused us to change this method. In order to 
give the joint conference chairman more authority and to permit him to bar- 
gain effectively with his employee representatives, approvals for wage ad- 
justments were given in terms of a maximum percentage. Each joint con- 
ference then proceeded to review its wage schedules and agree on a program. 
This practice has eliminated the tendency of management to present cut and 
dried propositions on a “take it or leave it” basis to employee representatives. 
Such action always left the impression with employee representatives that 
they were not being adequately consulted, and ended such discussions with 
“what’s the use of our considering the matter.” 

The second group of employees covers the so-called salaried employees 
whose rates of pay have been set on an individual basis. Such employees are 
seldom paid exactly for the work that they are doing, not only because the 
companies have been slow to set up standards for this type of work, but also 
because the nature of salary administration methods has encouraged individual 
rather than group consideration. 

In our present salary administration program those whose yearly 
earnings are less than $5,000 are handled by a special salary committee, while 
those above that amount are handled by a committee of the directors on the 
basis of individual consideration. The first step is to set up some standards 
for the large number of employees involved in the former group. While the 
usual procedure is to prescribe ranges for all of the jobs in the company, it 
is obvious that the narrower the range, the more accurate must be the job 
analysis. In actual practice we have found it extremely difficult even to 
administer a range of rates in regard to certain types of job. Our experience 
indicates that we are working toward the definition of certain intermediate 
jobs in both the supervisory and clerical forces on fixed rate schedules with- 
out classifying them as wage-earners. 

What has been said above has to do with the mechanics of wage and 
salary administration. Under our plan of representation, we negotiate wage 
rates to be effective until a change is required. It is our present thought, 
however, that we may change our procedure in the future so as to review the 











will 
that 
bor 
the 


of 
on- 
ep- 
‘his 
iCa- 
BCE, 


lat 
ith 


eS 
ire 


Om Ou 


oO v° 











PRINCIPLES OF WAGE AND SALARY ADMINISTRATION 113 


existing scale of rates with each new group of representatives as they are 
elected, so that in effect the agreed scale will be reviewed yearly. 

New conditions are arising out of forms of collective bargaining, and 
more accurate evaluation of jobs is important. Recent events have definitely 
tended toward the belief on the part of both management and employees that 
the only direction in which levels can move is upwards, that wage levels 
cannot be reduced. This fixation of wage rates, whether by collective bar- 
gaining or by legislation, is a very unfortunate and dangerous threat to our 
industrial system when coupled with the constant talk and demand for a 
greater distribution of wealth—by which most people mean a redistribution 
of income. Those who have some responsibility in industry for influencing 
wage and salary matters should give consideration to some new form of attack 
which will be equally acceptable to workers and employers. There are two 
objectives to be achieved: 

1. To encourage employees in their natural belief that their interests 
and those of their company are the same to the end that wage levels may 
fluctuate downwards ~: ‘ell as upwards with the full cooperation of em- 
ployees concerned wh«. their joint interests demand it. 

2. Conviction on the part of employees that they are being fairly treated 
in connection with the distribution of the income of the business which pre- 
supposes that industry will make some move toward a more scientific allo- 
cation with a justifiable proportion of their income to wages and salary 
payments. 

The steps to be taken toward these two objectives are not clear. Em- 
ployers in negotiating with their employees should try to make clear to them 
their stake in a profits system. The introduction of government into eco- 
nomic security plans limits the employee’s interest in the capitalistic system 
rather than strengthens it. Industry should be giving serious consideration 
to some form of wage and salary distribution which will result in a fair dis- 
tribution of income to all groups, and at the same time should be giving 
serious study to supplementing the government schemes for economic security 
with definite cooperative benefits to make their employees have enough stake 
as capitalists to insure their continued support of this system. Without some 
measure of success in attaining these objectives, industry may be faced with 
a much more socialistic outlook than otherwise would have to be accepted. 

Two companies, at least, in this country could give us an answer. I 
am referring to Endicott-Johnson and Eastman Kodak; they have worked 
what they call a profit-sharing scheme—one possible solution. Frankly, I 
do not know whether theirs is the right answer or not. 

1 am asked whether we would give full information about company 
income and wages at the request of employee representatives. Any question 
of that kind that anyone in the joint conference would ask would be met 
unhesitatingly by producing all the facts and fully discussing the matter. 
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Job Analysis and Classification of Operations 


By H. Ressecer, Manager of Time Study and Standards 
The B. F. Goodrich Company 


SHALL confine my remarks to the analysis and rating of factory 

work, or what is known as direct labor operations. I believe we all 
agree that the one thing the factory worker expects and has a perfect 
right to expect is a fair day’s wage for a fair day’s work. The economic 
soundness and the social equity implied by this adage has never been 
disputed by either the workers or management. The controversies be- 
tween workers and their employers arise from the interpretation of this 
phraseology into everyday practical terms. The term “fair” apparently 
conveys a different meaning to each of the bargaining parties and is most 
frequently the cause of our industrial disputes. 

In order that a better understanding might exist between the em- 
ployee and the employer as to the meaning of the word “fair,” the Good- 
rich organization has adopted a point system of work evaluation. I 
shall give a brief word description of this plan. In adopting a system 
of rating and zoning of factory operations, our first step was to make a 
detailed job analysis of every major operation. This analysis was made 
by a time study engineer, working in cooperation with the factory, and 
was approved by the factory supervision before any attempt was made 
to analyze and classify operations into zones. 

The job analysis covered the following points or factors: 


1. Job Description 
This was a brief but accurate description of the job, telling what 
is done and why. The materials, tools, and machines used were 
also listed. 

2. Supervision Exercised by the Operator 
By this factor we mean what kind and how much supervision, 
if any, is exercised by the operator over other employees. It is 
used on pool operations where one man is held responsible for 
the work of the total group. We believe that it is only fair to 
pay a man of this type more money than that paid to the other 
workers of a group if he is to be held responsible for all of the 
work. 

3. Judgment Required by the Operator as to the Quality of the 

Product 

By judgment, we mean that it is necessary for the operator to 
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exercise his opinion in deciding whether or not the product is meet- 
ing the required quality standard. 
4. Responsibility for Material and Quality 
Under this caption, consideration is given to the possible loss to the 
company either in material or loss of business by carelessness or 
poor workmanship on the part of the employee. We believe that 
a man working on a large belt, which may be worth from $15,000 
to $20,000, should be given a higher rating than an operator trim- 
ming heels which represent a value of from 2 cents to 3 cents. 
5. Responsibility for Equipment 
Under this heading is considered the value of the equipment and 
the possible damage through carelessness on the part of the worker. 
A very good example of this is the comparison made between a lead 
press operator, who is working on a machine costing more than 
$75,000, and another operator, who performs his work with 
a pair of hand shears. 
6. Manual Dexterity 
This factor covers the cleverness and the flexibility of the hands, 
fingers, wrists or arms. 
Working Conditions 
Special consideration is given to disagreeable conditions under which 
an operator must perform his task. This includes extreme heat, 
dust, noise, or gaseous conditions which might be detrimental to the 
health of the employee. 
8. Hazards 
Under hazards, we consider the chance of personal injury such as 
the loss of an arm, leg or finger in moving machinery. These jobs 
are given a higher rating on this factor than a straight manual 
operation. 
g. Physical Requirements 
This includes size, weight, or any peculiar characteristic demanded 
by the job. 
10. Educational Requirements 
While this factor does not carry a high rating in our plan, we feel 
that some consideration should be given to those jobs requiring the 
reading of blue prints or for any work requiring more knowledge 
than common labor. 
II. Learning Period 
This is one of our most important —_ as the real worth of any 
job depends on the length of time required to train a man to per- 
form an operation in a satisfactory manner. 
To each of these factors is allocated a certain number of points, depend- 
ing of course on the importance of that factor to the job as a whole. If the 
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maximum number of points are used for all factors, the total rating would 
be 100. This condition, I might add, does not occur very often, as very few 
jobs require the maximum in all things. 

After the job analysis has been developed and the length of the learning 
period has been determined as accurately as possible, the rating or weighing 
of the factors is done by analyzing them as to whether they are ordinary, 
average, above average, high, or very high. They are given a corresponding 
number of points. This weighing is done by a committee of six who rate 
each factor independently, after studying the job analysis and discussing all 
phases of the job. An average is then made of the points allowed each factor 
by the individual and a composite number of points is set up for that par- 
ticular job. It is then a simple matter to assign every job to its logical zone. 

After the operations are zoned the base rates are set up by the manage- 
ment without considering the operations themselves. While this rate may 
vary from time to time, depending upon general economic conditions, the 
jobs always remain in the same zone unless the responsibilities, hazards, or 
any other factors are changed because of a change in method. 

The amount of effort expended in performing the operation, you will 
notice, is not considered in this plan, although you will find it in many other 
rating systems. This is because it is provided for in the work standards or the 
task set by the time study department. These standards are in terms of units 
of work and are based on the time involved, the speed at which the opera- 
tion is performed and the degree of physical strain. 

This system now makes the evaluating of work and the translating of it 
into wages consist of three distinct steps: 

1. The amount of work involved in an operation is measured by the 
time study engineers. As the standards are in terms of units of 
work and not in terms of money, no consideration is given to the 
future earnings of the job. 

2. Operations are weighed and classified as to zone. 

3. Base rates are set for each zone. These rates are determined by 
the mangement considering zones only and not operations. 

In conclusion, I should like to say that whether this system will meet 
the needs of the present and eradicate all the problems we have had on wage 
adjustments is still a matter of conjecture. However, since this plan has been 
in effect, which, by way of explanation, has been but a short time, we have 
been able to detect jobs that have caused us difficulty in the past and have 
adjusted them to the satisfaction of both the worker and the management. 


Question: You pointed out very clearly should be in there and what rate allowance 
that in rating any given job, it is a matter should be allowed each factor? Who de- 
of opinion, and you have the opinion of six velops the scale and how many people enter 
people, but isn’t the question of the scale it- into that final adjustment? 
self a matter of opinion? What factors Mr. RessecER: This plan was developed 
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by the time study department, working with 
the production departments. We first set 
up a scale of factors, or a temporary list 
of factors to be considered, and sent them 
to all general foremen, staff superintendent, 
production superintendent, and several time 
study engineers for their opinion. We then 
tried to combine all opinions and finally 
agreed on certain factors and the weight 
to be allowed for each. For example, we 
agreed that the factor of “Responsibility 
for Quality” was a very important one as 
we are continually driving for high qual- 
ity products and we allowed 20 points out 
of a total of 100 for this one factor. 

Question: I should like to ask what 
wage scales are allowed in regards to the 
use of the rating scale when a man’s job is 
studied for the first time. Is a record made 
of that study? Is it made on a rating scale 
only by one observer or are there several 
ratings filed by different observers who are 
making a record of that man’s work? 

Mr. ResseceR: Do you mean the study 
of a job for the purpose of setting a stand- 
ard or the analyzing of a job to get the 
zone? 

Question: The study of the job for the 
purpose of setting a standard. 

Mr. REsseEGER: The system of wage in- 
centive used at Goodrich makes it neces- 
sary for us to guarantee any standard we 
set. These standards are in units of work 
and are not in terms of money. We must 
be so sure that they are correct that we are 
willing to guarantee them. This makes it 
necessary for our standard to be based on 
the studies of more than one engineer. 

Question: How many engineers would 
study one job? The question which lies in 
back of my first question is the liability of 
your rating results, or rather for instance, 
if any job is studied and a time study engi- 
neer rated the work; another one also 
studied that work, how closely would those 
two records agree? 


Mr. Ressecer: I still don’t follow you 
as to whether you want information on the 
rating as to zone, or the rating as to the 
amount of work. We have two distinct 
steps, the first step is the measuring of the 
work in the job in terms of units. It re- 
quires approximately two years to train a 
time study engineer thoroughly in the sys- 
tem we are using. When these men are 
trained, we believe that we can measure 
work to within five per cent of being cor- 
rect. At least, if the different studies vary 
more than five per cent, we throw them 
out and restudy the job before developing 
the standard. 

Question: Is it not possible to show by 
direct comparison that two jobs, rating 
eighty-one points each and being in the 
same zone, are not equal and that one has 
more value than the other? 

Mr. Ressecer: I do not recall any such 
condition. We have not completed our 
analysis as yet but have zoned all major 
operations and so far have not found any- 
thing like that. 

Question: How much variation in points 
is there between a low job and a high one? 

Mr. ResseceR: Approximately forty to 
fifty points. 

Question: Then the high jobs would rate 
close to 100 points. 

Mr. REssEGER: That is correct. One 
point I should like to make clear is that we 
make no claim of being able to use our fac- 
tors and weights in every industry. Every 
industry has its own problems and what 
applies to one may or may not apply to 
another. 

Question: What is your unit of work? 

Mr. RESSEGER: We call it a “B.” 

Question: Just what is this “B’? 

Mr. Ressecer: A fraction of a minute 
of effort plus a fraction of a minute of com- 
pensating relaxation, always aggregating 
unity but varying in proportion to nature 
of the strain. 
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How Should Facts Be Obtained and What 
Methods Should Be Utilized in Establishing 
Wage Differentials? 


By S. F. SuHattuck, Vice President 
Industrial Relations Department, Kimberly-Clark Corporation 


N spite of the fact that Kimberly-Clark Corporation has been experiment- 

ing with job analysis and job classification for four years, I shall deal 
with but one phase of the situation that has emerged since the NRA came 
into existence in June, 1933. 

By way of background, the Kimberly-Clark Corporation operates five 
plants in Wisconsin, more or less separated, and two in Niagara Falls, New 
York. I shall speak of the situation since the NRA came into being, for 
the reason that at that time we revamped our old employee representation 
plan, and it has become a vital organization through which heat has been 
turned on most of the time. 

After the reorganized council plan came into being, we picked up the 
thread of the job analysis and job classification program. It was the feeling 
of our management that inasmuch as we had gone all the way in encouraging 
the council to become vigorous and self-respecting that there was nothing 
of greater mutual interest than this question of job classification. There is 
nothing that affects the man on the job more closely. Therefore, we argued, 
instead of having this job of classification done in a back office by a tech- 
nician or by a group of supervisors, why not make it a matter of collective 
bargaining through sub-committees of the council. 

Obviously, any individual who is familiar with the jobs of a department, 
or plant, can sit down with the job analysis sheets before him, and, in a 
day or two, build these jobs into families or classes. Any experienced super- 
visor could do likewise and the classification so constructed would be go per 
cent to 95 per cent correct. However, there seemed to be some values worth 
going after in doing it cooperatively. One feature we insisted upon was that 
one man—one mind—should preside at all first round sessions to insure the 
same standards and the same restraints, uniformly. Thus, because of the 
one man control, the program has moved rather slowly. The first round of 
sessions was departmental. Employee representatives from the local council 
chose, usually, three members of the classification committee from a given 
department. Three management members were then appointed. Each com- 
mittee, in succession, was convened and presided over by the member of the 
industrial relations department delegated to the task. Jobs, in pairs, are com- 
pared, beginning at the bottom. The following six factors are applied fol- 
lowing a reading of the respective job analyses: 
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1. Supervision and leadership of subordinates. 

2. Cooperation with mill associates who are not in the line of authority. 

3. Authority and responsibility as to materials, supplies, machinery, 
equipinent, etc. 

4. Initiative, resourcefulness. 

5. Minimum experience requirements. 

6. Minimum education requirements. 


After discussion of each factor, the chairman calls for a preference vote 
and plus or minus signs are assigned accordingly. All other factors are con- 
sidered which anyone thinks are pertinent. 

It soon became apparent that, in departmental sessions, the two-sided- 
ness, or political aspect, of collective bargaining was absent. As one employee 
representative expressed it, “An outsider, listening in, couldn’t have told who 
were management and who were employee participants.” Occasionally dis- 
agreement becomes so sharp between two employee or two management rep- 
resentatives that adjournment for the day becomes advisable. Only in one 
departmental conference has there been a pre-arranged set-up to beat the 
game. 

When it comes to interdepartmental sessions, the atmosphere changes. 
Here, politics do enter in. We find the supervisor and his employee repre- 
sentative standing for their common interest, or, two departmental groups 
may gang up on a third. However, in spite of these human weaknesses a 
fine job is done and a new note akin to proprietorship is sounded by the 
representatives as they emerge from a ten day or two week session and 
appear before their council for acceptance of the result. The customary 
phrase is “This job is done as well as human beings can do it.” Recently 
I have taken occasion to discuss this matter of satisfaction with individual 
supervisors and employees who have been through this experience. The 
supervisor invariably feels that he knows his department as he never knew 
it before. The employee admits that the job of classification might have been 
done almost as well, in a fraction of the time, but he stresses the point that, in 
doing it the democratic way, the job is accepted by the employees, whereas 
under the other system “it would be just one more thing crowded down our 
necks.” From the management viewpoint, the persisting process of ana- 
lytical thinking has a very real, though intangible, value. 

The cost is excessive in time, money, thought, and patience but nothing 
in the field of collective bargaining seems to permeate so far. 


Question: What has been, in general, servatively, sweetening up the rates that 
the effect on your average rate of pay as a_- were found to be most out of line. It was 
result of this method of classification? agreed, in starting the program, that no 

Mr. SHatrucx: As departmental com- rates would be reduced during the first 
mittees finished their jobs, they were privi- round of sessions. Thus far the increases 
leged to make recommendations for, con- recommended by departmental committees, 
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and granted, are at the rate of $27,000 per 
year. 

Question: Aren’t you faced with a prob- 
lem in your industry of having a lot of 
traditions tied up with rates that have been 
established for years? I should think that 
would give you a lot of difficulty in raising 
one job and not the next. 

Mr. SHattuck: Yes. We have, how- 
ever, experienced little difficulty in ap- 
proaching all jobs on the basis of relative 
worth and placing them on the ladder 
where they belong. Some upsets of tradi- 
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tion and inheritance have hurt the pride 
and the feelings of individuals on the de- ’ 
moted jobs. Another thing—we appreciate 
that there must be a reasonable tie-in at 
both the bottom and top of the ladder with 
the going rates in the industry. 

Question: Do you make your classifica- 
tion with or without reference to the exist- 
ing rates on the several jobs? 

Mr. SHattuck: Rates do not enter the 
picture until the classification is complete; 
then, existing rates are placed opposite each 
job name and recommendations are made 
for filling the deeper valleys. 


What Are the Trends in Wage Incentives and 
Other Financial Incentives? 


By C. R. Doorey, Industrial Relations Manager 
Socony-Vacuum Oil Company 


I THINK I am right, though it is a big subject and I may be wrong—but it 

seems to me that the trend is against fine hair-splitting incentives, from 
both organized and unorganized labor. There is a very decided drift toward 
a sense of security which employees feel they have not had in the past. There 
is a very evident, although not altogether demonstrated, trend toward the 
idea that a great many people are not interested in anything more than a fair 
wage, a steady job, three meals a day, a roof, and a little recreation. They 
do not ever expect to be superintendents and supervisors. They are not in- 
terested in large responsibilities. As for the others who are interested— 
that is another story. The Code standards have had something to do with the 
blocking of progress of split-second incentive ideas, and after all, 1 wonder 
if some of the scientific incentive ideas are quite as scientific as we think 
they are. Conversation among workmen would indicate that they do not 
think so. This is a day not so much of scientific decisions as it is of bar- 
gaining, and if in the end you have to bargain the result, why not bargain the 


- details as you go along. 

I recollect an old much-beloved professor of physics who tried to drill 
into us two or three fundamentals, one of which was that the result of an 
equation was not more accurate than the most inaccurate measurement taken 
and used in the formula. If you multiply together a number of factors, one 
of which is guessed at, you do not need to measure accurately any of the rest 
of them, because the factor guessed at ruins the accuracy of the others. If 
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in establishing a wage scale by a formula of items, some accurately meas- 
ured and some estimated, you must necessarily give an estimate as a result, 
you may as well bargain the final wages and be done with it. I wonder if we 
have not pushed some of these things too far for the present day? Of course, 
incentive plans may have their place in certain industries ; I am not proposing 
to wipe them all off the slate immediately. I am just portraying a trend. 

Counting the Standard Oil Company of New Jersey and the Socony- 
Vacuum Oil Company, I would estimate that perhaps 75,000 employees have 
had their jobs analyzed and I have yet to hear the first complaint. 

I would like to explain the job analysis base for wage standards as fol- 
lows: First, each man writes his own job description or list of duties ; second, 
these are checked and edited (regardless of titles) by department heads and 
industrial relations departments. Only the lists of duties must be considered, 
forgetting the titles such as credit manager, chief clerk, machinst, etc. ; third, 
each position is measured in terms of other positions. As an example: How 
wide is this room? Well, you would say about sixty feet. What do you mean 
by that? You mean sixty times as long as a stick which is twelve inches long 
and called a foot. Just as the room is sixty times as long as this stick, so 
one job should be so many times more valuable than another job. This auto- 
matically arranges various jobs of like value into the same group, regardless 
of any reference to personality or salary. 

In comparing positions consider such items as: The length of time neces- 
sary to learn the work; the cost of damage, spoiled work or spoiled tools ; the 
volume and importance of the work; the number of people supervised ; the 
amount of supervision necessary from the top; the difficulty of replacing the 
present holder of the position; the responsibility involved; working condi- 
tions. Definite values may be assigned to these items and thus a numerical 
scale is built up. 

Now that the various positions are all lined up in order of value, the 
salary record is looked up. The matter of salary comparison is the fourth 
point. When the salaries of all employees in any one group have been listed, 
making allowance for those obviously much out of line, the minimum and 
maximum for the group, allowing for different lengths of service and for 
ability, is easily discerned. 

The result is a classification of positions according to their values, to 
which may be applied a set of salary limits, also worked out on the same 
basis. 

So much for this method of Job Analysis. 

There are two or three more points about this trend in the automobile 
industry. As I understand it they are more or less discarding incentive plans 
in this industry. Our service station men have done that. They now have 
about four different methods of payment. According to an incentive plan, 
as a man sells more gallons of gasoline or other items, he receives a little more 
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bonus. The men have come to the conclusion that they want a steady, re- 
liable, secure, year-round income. Now, I want to tie that up under the head 
of conditions of employment where conditions are limited as they are in 
service stations. The man cannot move the station from one street to another; 
he cannot help it if he is on a bad street; he cannot help the quality of his 
product. There are many things he cannot control—a few he can—but a large 
percentage he cannot. Therefore the basis for a large incentive does not 
exist. Then, again, in the summer, under an incentive plan his earnings are 
large, but in the winter his earnings go down while living expenses go up. 
He needs more money for fuel, clothes, doctor bills, and so on. From a man- 
ager’s point of view, in the past few years we have come to see that that 
class of employees wants a standard, steady income. Of course, we can add 
a little bonus to a substantial base pay, some incentive in keeping with his 
opportunity to use some initiative, but his base pay is steady and regular. 

In straight sales work, such as selling life insurance or books, 1 am sure 
the commission or incentive plan works splendidly. Also in shop work, where 
conditions are prescribed definitely and rules are pretty well laid down, the 
piece work or incentive plan does seem to have value. 

The development and establishment of incentive plans ought to be closely 
tied up with the industrial relations department. I think we would be safe 
to say that there are other things as important as production. Morale has 
never been more important in industry than it is today. We are just begin- 
ning to learn what it means, and so in setting incentive plans, the morale factor 
must be given maximum attention, and the industrial relations manager is sup- 
posed to be the man to look after that end. 

I am wondering if what was said this afternoon should not have come 
under the head of executive training. I wonder sometimes if these incentives 
are not a substitute for good supervision. If supervision can be improved, 
there will not be the necessity for so many strait-jacket rules, nor incentives. 


What Should Be the Practices Relative to Periodic 
or Special Adjustment of Rates? 


By H. H. Tuttis, Supervisor of Personnel 
The American Rolling Mill Company 


— is some difference of opinion among those who are responsible for 

™ wage and salary administration as to what the practices relative to periodic 
and special pay adjustment should be. Without any thought that we have the 
answer to the question, I shall attempt to describe how we handle these mat- 
ters in the American Rolling Mill Company. 
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We have had in effect for several years two plans—one covering the 
administration of hourly rates and wages, the other one covering salaries. 
Both of these plans are fundamentally similar. Our classification processes 
were essentially the same as those that have been described by several who 
have preceded me on this program. 

We followed the same method of arriving at the classification of positions 
in both the hourly and salary plans. There is one principal difference be- 
tween the two plans and this difference involves the question under discussion. 

First, our hourly rates of pay are established on an occupational basis. 
They are not individual rates of pay. By that I mean that no individual 
worker has a rate of pay that is established for him or that he can consider 
as being his rate. He receives the rate of pay established for the occupation 
on which he works. 

In our wage earner or hourly rate group, we found as a result of our 
classification process that there were twenty-five divisions of relative value 
or “skill” ranging from common unskilled labor to the most highly skilled 
job. We called these twenty-five levels, zones. For each of these zones, 
we established a single hourly rate of pay applicable to all the jobs assigned 
thereto. I should like to repeat that the zone rate was one rate only—no 
range of rates was established for a zone. 

It will be obvious that under this scheme the problem of periodic pay 
adjustment does not exist in connection with our hourly paid organization. 

To illustrate this briefly, let me point out that we may have twenty indi- 
vidual positions of, say, a roller of a certain type and classification. All these 
rollers will receive the same basic rate of pay regardless of their respective 
individual abilities. We have classified the job based on an objective con- 
sideration of what it requires of any incumbent past, present, or future for 
successful performance therein. The individual is assigned to the job be- 
cause he has in the opinion of supervision and of the employment department 
fulfilled certain prerequisites for appointment to the job. If, after appoint- 
ment, he cannot measure up to the job reasonably well he, very naturally, 
would not be permitted to retain it. On the other hand, he may give a rea- 
sonably good performance and retain the job and still not have the same 
high degree of ability as some others doing the same type of work. Although 
their basic rates of pay are the same, their respective abilities will be indicated 
to some extent by their bonus earnings—the more able roller will do more 
work and receive more bonus. 

In the other of our two plans which covers salaried positions, we do 
have a range of rates established for each zone or level of relative value. 
This range of rates is applicable to any occupation assigned to a given zone. 

Under this plan, individuals assigned to an occupation may receive any 
rate of pay between the minimum and maximum of the range established for 
the zone in which the occupation is classified. 
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We have formulated several rules for the administration of the plan 
dealing with the matters of individual pay adjustment. These have been 
clearly stated to the organization and I shall describe them. 


I. 


2. 


Individuals will not receive less than the minimum rate of the zone 
in which the occupation is classified. 

They may not receive more than the maximum rate of the zone ex- 
cept upon special approval of the general management. 

In the first ten out of a total of twenty zones, the division manager 
may ordinarily approve on his own authority a rate adjustment for 
an individual within the zone range. In the higher zones, the divi- 
sion manager will recommend adjustments to the general manage- 
ment for approval. 

There is no such thing as periodic rate adjustment such as on the 
anniversary of the individual’s employment, the first of the year or 
the middle of the year. 

Adjustment of the individual’s rate within the specified range does 
not depend on length of service but upon meritorious performance, 
increased interests and capabilities. The individual may receive rate 
adjustments that bring him to the maximum quickly ; he may receive 
them slowly or may not receive any adjustment. The maximum of 
each range being approximately one-third greater than the minimum, 
it is normally expected that an individual may attain the maximum 
within from three to four years. 

General management keeps a master record of all salaried employees 
and their status as to the minimum or maximum rate for their job. 
This record is periodically reviewed with division managers in order 
to assure that the individual has received the proper attention as 
to rate. 

Individuals know only their own rate and the zone minimum and 
maximum limits. They will, of course, be aware that others hold 
the same job and they may also know the zones for other positions 
but, beyond ‘he limits of the range, they will not know the exact rate 
of any other individual. 

Individuals whose progress has not warranted an increase above the 
minimum within a reasonable period become personnel problems 
and are considered for transfer to positions more suitable for them 
or, perhaps, for dismissal. This latter possibility is not frequently 
resorted to, however. Those who have reached the maximum rate 
of their zone are given preferred consideration for promotion when 
vacancies occur in the ranks above them in their line of work. 


There are of course other features of administration of the plan. Those 
just cited, however, are the ones bearing on the question of “periodic and 
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special pay adjustment.” From what has been said, you will gather that we 


do not have periodic rate adjustment practice. 


This does not mean 


that a company should or should not employ such practices but it is merely 
an attempt to describe one company’s practice and the reasons underlying or 


governing its particular case. 


Question: I wonder if I could ask Dr. 
Tippetts a question about his general wage 
theory in the light of Mr. Dooley’s presen- 
tation. In the light of Mr. Dooley’s em- 
phasis on necessity of bargaining, I think 
Mr. Pierce also mentioned bargaining, and, 
taking for granted the argument that there 
is a partial diversity of interest between 
employer and employee, won’t Dr. Tippetts 
have to add a bargaining theory to his 
theory, and leave a margin within which 
this bargaining process can be related to 
this productivity of industry ? 

DEAN Tippetts: Yes, I think that is 
perfectly true; what I was giving was 
what, in the long run under a competitive 
system, could be paid. Short run period 
bargaining is very important. If you do 
not have the free, smoothly-working com- 
petitive condition where labor has been 
moved freely into other jobs, other jobs 
being available, then bargaining becomes 
very important, and the process of bargain- 
ing will determine how far upward toward 
the long-term possible maximum wages 
will move. 

Mr. Harotp B. Bercen (Procter & Gam- 
ble Company): We are assuming paren- 
thetically that the fundamental principles of 
wage incentives are correct. The fact that 
there is apparently so much dissatisfaction 
on the part of the workers relative to wage 
incentives would indicate that the methods 
of wage incentive engineers might be im- 
proved. A statistician might raise a num- 
ber of questions as to the accuracy of 
standards usually established by wage in- 
centive men. 

In the first place, are enough time studies 
made of each operation to insure a high 
coefficient of reliability? 

In the second place, in view of what we 
know about the normal curve of distribu- 
tion of human traits, is it possible for wage 


incentive engineers to determine accurately 
just where the small number of men, that 
they time in any given operation, stand in 
relation to the average for that operation? 

In the third place, how accurately can 
fatigue allowances and other allowances be 
established? At the February, 1933, Per- 
sonnel Conference of the A.M.A., Professor 
D. B. Dill of Harvard University indicated 
the complexity of the problem of fatigue. 

In the fourth place, in view of the fact 
that so many elements in any wage incen- 
tive standard are matters of judgment, are 
wage incentive engineers justified in setting 
up absolute mathematical standards and is 
management justified in placing reliance 
in these standards as the principal measure 
of the relative compensation to be paid fac- 
tory workers doing the same work? 

In the fifth place, as pointed out by Pro- 
fessor Elliott Dunlap Smith, there is the 
time element which must be considered for 
the worker to make the psycho-physical ad- 
justment to the new standards and for him 
to be trained in the new methods. Failure 
te give due regard to the personnel prob- 
lems of wage incentives may defeat the 
purpose of such incentives. 

It would seem that wage incentive engi- 
neers should endeavor to develop improve- 
ments in their techniques. There is evi- 
dence that factory workers as well as fore- 
men are aware of the inaccuracy of wage 
incentive standards and of the tremendous 
amount of opinion and judgment which en- 
ters into any given standard. If steps are 
not taken to improve these techniques, I am 
wondering if wage incentives will survive 
in industry. 

The Institute of Management of the 
A.M.A. considers the problems of wage in- 
centive techniques so important at this time 
that they will be discussed at the Annual 
Meeting of the Institute in May. 
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What Is Executive Ability ? 


By Gien U. Cuieeton, Carnegie Institute of Technology, Pittsburgh, and 
CuHartes W. Mason, Carnegie Library of Pittsburgh 


’ 


HE term, “executive,” is used to describe such a wide variety of persons 
and is so loosely used in every-day speech that nothing short of arbitrary 
definition will permit intelligent discussion. For our purposes we shall assume 
that an executive is a person who is responsible for the efforts of others, 
makes decisions on questions, both as to policy and practice, and exercises 
authority in seeing to it that decisions are carried out. This definition 
eliminates the supervisor who is responsible for the efforts of others, but who 
is not permitted to make decisions. It also eliminates members of the board 
of directors who may decide questions of policy, but who do not supervise the 
activities of employees. Such persons have limited executive functions, but 
are not executives in the fullest sense. 

Sometimes the words “leader” and “executive” are used synonymously. 
Unquestionably the best executives have many qualities of leadership; yet 
some of the world’s most successful executives have been lacking in ability to 
become great leaders and many great leaders have shown no evidence of ex- 
ecutive capacity. Leadership indicates the ability to influence men and the 
ability to secure results through emotional appeal rather than through the 
exercise of authority. Leadership does not imply the making of wise deci- 
sions or the judicious use of power in influencing men. It is plain to be seen, 
therefore, that leadership is a great asset to all executives who have that 
ability, but a leader is not necessarily an executive. An executive who lacks 
those personal qualities which instantly secure a whole-hearted response from 
subordinates may be looked upon as a failure as a leader, but if he recognizes 
his shortcomings and selects subordinates who have qualities of leadership, 
he may still be a successful executive. 

An industrial organization has in the past meant an association of per- 
sons who design, produce, sell and manage in a capitalistic society. The suc- 
cess of this coordinated association is dependent upon financial management. 
It is not surprising, therefore, that executive ability is often confused with 
financial acumen. Financial management admittedly requires executive 
ability, but financial genius alone does not constitute executive ability in a true 
sense. Executive ability is more correctly conceived as being a combination 
of those qualities which make for the proper coordination of designing, pro- 
ducing, selling and financial control. 

The executive is the focal point in the organization of personnel ; the 
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chief executive is the coordinating center of the whole organization. Below 
him numerous departmental and minor executives are the coordinating centers 
of specific branches of the organization. A functional chart of any industrial 
concern shows this fact graphically, but a true executive does something be- 
sides mechanical coordination. His synthesizing and concentrative functions 
are creative. Something that otherwise could not exist evolves through his 
efforts. His knowledge and dynamic personal force, his judgment and de- 
cision, his imagination and foresight, his sensitiveness to both material and 





—— human values put the breath of life into an otherwise inanimate structure. 

omy His ability to take unassociated forces of widely varying tempo and synchro- Fi 

_— , nize them into balanced economic units warrants recognition of this quality ff 

aCTS, as a trait of creative genius. a 

cises An abstract analysis of executive ability is extremely difficult to make. 

ition It is definitely clear, however, that executive ability calls for above- -average 

who ability in a large number of qualities. A few of these qualities caln be 

ard measured, but the majority are traits whose strength, can only te es- 

' the , timated by means of rating scales and other devices. For those who Aevialn to 

but | prepare rating scales for executive talents we suggest the aes 2 of at 
least the following qualifications : / 

sly. 7" i 

yet 1. Ability to make decisions. . : ; 

y to 2. Ability to assume and exercise responsibility without undue strain. 

bite 3. Sensitiveness to human traits and reactions. 

‘ee 4. Personal habits, appearance and manner that build and maintain 

the confidence. 

wad 5. Broad technical knowledge, general experience and training. 

en, 6. Integrity, fairness and sincerity. 

- . Forcefulness, energy and perseverance. 


7 
‘ine 8. Ability to inspire, teach and develop men. 
g. Power of analysis accompanied by discrimination of relative values. 


om ; 
saan } 10. Open-mindedness. 
ip, 11. Tact, self-control and sense of humor. 
12. Physical health above average. 
er- Several classifications of executives by types have been proposed. None 
uc- of these have proved entirely satisfactory. One three-fold classification places 
nt. executives in the following groups according to type: 
1. Those who use domination to attain their ends. 
wit 2. Those who force their views upon others as far as possible, but who 
mt show willingness to compromise. 
i 3. Those who act in the capacity of a judge or referee and thus seek to 


integrate conflicting purposes and actions through coordination. 


he As was suggested above, the truly creative executive is a coordinator, 
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though there are times when the gaining of ends with the least friction and 
loss of time is best accomplished through dominance or compromise. Strict 
adherence to type in executive functioning is foolhardy; flexibility is more 
frequently needed. 

Somewhat relative to the above classification is another which places 
executives in the following groups: 


1. Those who depend on prestige inherent in their position of authority, 
their wealth, reputation or prior attainments. 
. Those who depend on the ability to bluff and outsmart the other 
fellow—these men look upon management as a sort of poker game. 
3. Those who depend on ability to persuade. 


Here again it must be remarked that the ability to shift from one type 
of control to another, as circumstances demand, is the true mark of executive 
distinction. 

No picture of executive ability would be complete without reference to 
those characteristics which are evidences of executive weakness. In designat- 
ing qualities to be avoided it is much more objective to list specific functional 
weaknesses than to use trait names. The following characteristics, unless 
compensated for by other factors, will almost surely limit the effectiveness of 
executive control : 


1. The tendency to spread suspicion and fear among employees. 
2. Lust for power shown by autocratic self-assertion. 
3. Faflure to take employees into confidence, thus failing to reveal at- 
titudes and intentions. 
. Treating employees as though they had no right to expression of 
Opinions or their opinions were worthless. 
. Unwillingness to accept social responsibility. 
. Permitting concern with practical and immediate purposes and ob- 
jectives to blind imagination and foresight. 
. Tendency to over-emphasize financial incentives and to measure 
progress purely in terms of production and profits. 
. Failure to realize that judgment of employees is immature and that 
on many problems their views may be biased. 
g. Dependence exclusively on punishment and reward as motivating 
forces ; using a sort of threat-and-bribe-as-you-go procedure. 


10. Failure to cooperate with others in working for the common good 
of all. 


Many of the suggestions contained in this presentation assume the ex- 
istence of social mindedness on the part of executives. No apology needs to 
be made for this point of view. The executive of the future must be more, 
rather than less, a socially minded individual. 

















